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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Department  of  Live- 
stock for  fiscal  years  1991-92  and  1992-93.  The  report  contains  recommendations 
concerning  prior  audit  recommendations  not  yet  implemented,  activity  not 
recorded  on  the  state's  accounting  records  and  compliance  with  state  laws.   The 
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Summary  of  Recommendations 

This  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 

Recommendation  #1  We  recommend  the  department: 

A.  Implement  a  staggered  brand  registration 
system  as  required  by  state  law. 

Agency  Response:   Conditionally  Concur.   See  page  B-3. 

B.  Seek  legislation  to  amend  the  law 5 

Agency  Response:   Conditionally  Concur.   See  page  B-3. 

Recommendation  #2  We  recommend  the  department  ensure  board 

member  travel  reimbursement  complies  with 
state  laws 6 

Agency  Response:  Concur.  See  page  B-4. 

Recommendation  #3  We  recommend  the  department  comply  with 

state  law  and  policy  by: 

A.  Restrictively  endorsing  all  checks  and 

properly  safeguarding  cash  and  checks 9 

Agency  Response:   Concur.   See  page  B-4. 

B.  Depositing  all  moneys  in  a  timely  manner 9 

Agency  Response:   Concur.   See  page  B-4. 

C.  Properly  segregating  duties  related  to 

Beef  Check-Off  moneys 10 

Agency  Response:   Concur.  See  page  B-4. 

Recommendation  #4  We  recommend  the  department  continue  to 

improve  its  brand  inspection  report  recon- 
ciliation process 11 

Agency  Response:   Concur.  See  page  B-5. 

Recommendation  #5  We  recommend  the  department  ensure  all 

service  contracts  include  the  terms  and 
conditions  required  by  state  policy 12 

Agency  Response:   Concur.  See  page  B-5. 
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Summary  of  Recommendations 

Recommendation  #6  We  recommend  the  department  consult  with  the 

Department  of  Administration,  Accounting  and 
Management  Support  Division,  when  recording 
unusual  transactions  on  the  state's  accounting 
system 13 

Agency  Response:   Concur.   See  page  B-5. 

Recommendation  #7  We  recommend  the  department  improve  controls 

over  Beef  Check-Off  money  and  account  for 
these  moneys  in  an  agency  fund 14 

Agency  Response:   Concur.  See  page  B-6. 

Recommendation  #8                      We  recommend  the  department  seek  legis- 
lation to  repeal  the  state  laws  related  to 
the  Montana  Pork  Research  and  Marketing  Act 15 

Agency  Response:  Concur.  See  page  B-6. 

Recommendation  #9  We  recommend  the  department: 

A.  Comply  with  state  law  related  to  adopt- 
ing rules  for  the  law  enforcement  exam,  or 17 

Agency  Response:   Concur.   See  page  B-6. 

B.  Seek  legislation  to  amend  the  law 16 

Agency  Response:  Concur.  See  page  B-6. 

Recommendation  #10  We  recommend  the  department  establish 

controls  to  prevent  duplicate  payments 17 

Agency  Response:   Concur.  See  page  B-7. 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Montana 
Department  of  Livestock  for  fiscal  years  1991-92  and  1992-93. 
The  objectives  of  the  audit  were  to  determine  if: 

1.  The  department  complied  with  applicable  laws  and 
regulations  during  the  audit  period. 

2.  The  department's  administrative  and  accounting  controls    • 
were  effective  to  ensure  resource  use  was  consistent  with 
laws  and  regulations;  resources  were  safeguarded  against 
waste,  loss,  and  misuse;  and  reliable  information  was 
maintained  and  fairly  disclosed  in  the  financial  records. 

3.  The  department's  financial  schedules  present  fairly  the 
department's  changes  in  fund  balance  and  results  of 
operations  for  the  two  fiscal  years  ended  June  30,  1993. 

4.  The  department  implemented  prior  audit  recommendations. 

This  report  contains  10  recommendations  to  the  department. 
The  recommendations  address  areas  where  the  department  can 
improve  its  management,  internal  controls,  financial  reporting, 
and  compliance  with  laws  and  regulations.   Other  areas  of 
concern  not  having  a  significant  effect  on  the  successful 
operations  of  the  department  are  not  included  in  this  report,  but 
have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  dis- 
closed the  costs,  if  significant,  of  implementing  the  recom- 
mendations made  in  this  report. 


Background 


The  Department  of  Livestock  (department)  was  established  to 
provide  for  the  control  and  eradication  of  animal  diseases,  to 
prevent  the  transmission  of  animal  diseases  to  humans,  and  to 
protect  livestock  from  theft  and  predatory  animals.   The  Board 
of  Livestock  (board)  serves  as  the  head  of  the  department  and  is 
responsible  for  its  administration.  The  seven  board  members  are 
appointed  by  the  governor  and  confirmed  by  the  senate  to  serve 
six-year  terms.   The  board  appoints  an  executive  secretary  to 
serve  as  the  department's  chief  administrative  officer.  The 
executive  secretary's  duties  include  the  day-to-day  supervision 
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of  the  department  and  ensuring  board  directives,  policies,  and 
rules  are  carried  out.   The  department  is  organized  into  five 
divisions: 

Centralized  Services  Division  -  provides  accounting, 
budgeting,  payroll,  personnel,  legal,  purchasing,  data 
processing,  and  other  general  service  functions  for  the 
department. 

Brands  Enforcement  Division  -  includes  the  Inspection  and 
Control  program  and  the  Predatory  Animal  Control  pro- 
gram.  The  Inspection  and  Control  program  is  responsible 
for  livestock  theft  investigations,  brand  inspections,  record- 
ing of  livestock  brands,  and  dealer  licensing.   The  Predatory 
Animal  Control  program  controls  certain  predators  that  kill 
or  injure  domestic  livestock. 

Animal  Health  Division  -  includes  the  Disease  Control  pro- 
gram, and  the  Rabies  Control  program.   The  Disease  Con- 
trol program  is  responsible  for  the  control  and  eradication 
of  animal  diseases,  and  prevention  of  the  transmission  of 
animal  diseases  to  humans.   The  Rabies  Control  program  is 
designed  to  prevent  exposure  of  domestic  animals  and 
humans  to  rabid  animals. 

Diagnostic  Laboratory  Division  -  provides  laboratory  sup- 
port for  the  Disease  Control  program.  Milk  and  Egg  pro- 
gram, veterinarians,  and  livestock  producers. 

Meat,  Milk,  and  Egg  Division  -  includes  the  Milk  and  Egg 
program,  and  the  Meat  Inspection  program.   The  Milk  and 
Egg  program  ensures  that  eggs  and  milk  products  sold  or 
manufactured  in  the  state  are  fit  for  human  consumption. 
The  division  also  oversees  the  Meat  Inspection  program  as 
established  by  the  Montana  Meat  and  Poultry  Inspection 
Act  of  1987.   The  purpose  of  the  program  is  to  provide  for 
a  state  certified  supply  of  wholesome  meat  products  for 
retail  consumption. 

The  Livestock  Crimestoppers  Commission  is  administratively 
attached  to  the  department.   This  commission  provides  a  reward 
program  for  information  used  in  detecting  livestock  related 
crime. 

The  department  headquarters  is  located  in  Helena.   The  Brands 
Enforcement  Division  has  employees  in  livestock  market  centers 
throughout  the  state.   The  Diagnostics  Laboratory  operates  on 
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the  Montana  State  University  campus  in  Bozeman.   During  the 
two  fiscal  years  ended  June  30,  1993,  the  department  collected 
approximately  $9.9  million  in  budgeted  revenues  and  spent 
approximately  $10.2  million  in  budgeted  expenditures.    During 
the  audit  period,  the  department  had  approximately  122  full- 
time  equivalent  employees. 
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Prior  Audit 
Recommendations 


We  performed  the  audit  of  the  department  for  the  two  fiscal 
years  ended  June  30,  1991.   The  report  contained  eight  recom- 
mendations.  The  department  implemented  two,  partially  imple- 
mented one,  and  did  not  implement  five.   Several  of  the 
recommendations  not  implemented  have  also  been  in  other  prior 
reports.   The  following  table  outlines  the  current  recommenda- 
tions not  implemented  and  prior  audit  reports  which  discussed 
the  same  issue. 


Table   1 


Prior  Audit  Reconmefxlations  Mot  Inplemented 


Current  Recommendation 


#1  Staggered  Brand  Registration 

#2  Travel  Expenditures 

#3  Cash  Controls 

#4  Brand  Inspections  Reports 

#5  Contracted  Services 


Prior 
for  the  two 

Audit  Reports 
fiscal  years  ended 

1990 

■91 

1988-89   1986-87 

X 
X 
X 
X 
X 

X 

X 

X         X 

Source:  Cooplied  by  the  Office  of  the  Legislative  Auditor. 


The  recommendations  not  implemented  are  addressed  on  pages  4 
through  12  of  this  report.  The  recommendation  partially  imple- 
mented is  no  longer  significant  to  the  department's  operations 
and;  therefore,  is  not  addressed  in  this  report. 


Staggered  Brand 
Registration 


The  department's  responsibilities  include  recording  approxi- 
mately 45,000  livestock  brands  every  ten  years.   The  1991 
legislature  amended  the  brand  registration  law  directing  the 
department  to  develop  a  system  to  provide  for  the  staggered 
registration  of  marks  and  brands.   The  department  has  not 
developed  such  a  system. 


Calendar  year  1991  was  the  year  for  registering  brands  this 
decade.   In  the  prior  audit  report  we  recommended  the  depart- 
ment address  timely  depositing  of  brand  registration  collections 
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in  its  development  of  a  staggered  brand  registering  system.   The 
department  concurred  with  the  recommendation  and  stated  they 
believe  a  staggered  brand  re-record  system  should  eliminate  or  at 
least  minimize  the  back  log  realized  by  the  department  when  it 
receives  a  large  number  of  re-record  notices.   At  the  request  of 
the  board,  department  personnel  researched  the  possibility  of 
establishing  a  staggered  brand  system  and  presented  the  infor- 
mation at  the  September  1993  board  meeting.   Most  board 
members  believe  the  current  ten-year  system  is  the  best  plan. 
Department  personnel  stated  they  may  decide  to  seek  legislation 
to  amend  the  law. 

If  the  department  does  not  implement  a  staggered  brand  system, 
as  required  by  state  law,  the  department  will  continue  to  have 
problems  complying  with  the  state  deposit  law.  The  department 
could  develop  a  system  to  spread  the  brand  re-record  registration 
over  a  ten  year  period.   The  department  would  then  process 
approximately  4,500  brand  re-records  each  year.   The 
department  should  develop  a  staggered  brand  registration  system 
to  comply  with  state  law,  or  seek  legislation  to  amend  the  law  if 
the  board  deems  necessary. 


Recommendation  #1 

We  recommend  the  department: 

A.  Implement  a  staggered  brand  registration  system  as 
required  by  state  law,  or 

B.  Seel<  legislation  to  amend  the  law. 


Travel  Expenditures  In  the  prior  two  audit  reports  we  recommended  the  department 

comply  with  state  travel  laws.   Although  the  department  con- 
curred with  the  recommendation,  instances  of  noncompliance 
continue.   The  most  prevalent  errors  relate  to  the  department's 
reimbursement  of  board  members'  travel.   The  following 
describes  the  instances  of  noncompliance: 
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--     State  policy  requires  an  employee  to  file  for  reimbursement 
of  travel  costs  within  three  months  after  incurring  the 
expenses  or  the  employee  waives  the  right  to  reimburse- 
ment.  Four  travel  reimbursements  included  expenses  for 
more  than  a  three-month  time  period.   These  reimburse- 
ments total  $544  and  $1,432  in  fiscal  years  1991-92  and 
1992-93,  respectively. 

—     One  board  member  received  lodging  reimbursement  of 
$55.17  instead  of  the  $31.28  rate  allowed  by  state  law. 
Department  personnel  stated  the  board  member  arrived  at 
the  motel  later  than  expected  and  the  motel  had  given  away 
the  reserved  room.   No  other  government  rate  room  was 
available  so  the  board  member  paid  and  was  reimbursed  the 
higher  rate. 

We  could  not  determine  if  board  members  were  entitled  to 
$41.50  of  compensation  on  three  travel  expense  vouchers 
since  the  departure  or  arrival  times  were  missing.   Section 
2-18-502,  MCA,  outlines  compensation  for  meals  and  the 
time  frames  required  for  each  meal  allowance. 

In  five  instances  board  members  were  reimbursed  for  lunch 
meals  the  same  days  the  department  paid  directly  for  board 
members'  lunches  at  a  local  restaurant.   The  duplicate 
payments  totalled  $24  in  fiscal  year  1992-93. 

Department  management  said  the  board  members  usually  fill  in 
the  times  on  the  travel  expense  voucher  and  the  department 
completes  the  rest  of  the  form.  Department  management  stated 
that  when  they  are  unsure  about  travel  reimbursement  requests 
they  contact  the  board  member.  The  department  should  ensure 
board  members  are  aware  of  state  travel  laws  and  reimburse 
board  members  for  expenses  in  accordance  with  state  law. 


Recommendation  #2 

We  recommend  the  department  ensure  board  member  travel 
reimbursement  complies  with  state  laws. 
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Controls  Over  Cash  The  department's  responsibilities  include  ensuring  livestock  is 

inspected  prior  to  transfer  across  county  lines  and  before  or  after 
sale.   State  and  deputy  livestock  inspectors  perform  the 
inspections  and  remit  completed  inspection  reports  to  the 
department.   The  inspector  collects  an  inspection  fee  ranging 
from  $.35  to  $10  a  head  and  also  collects  a  voluntary  $1  a  head 
on  cattle  sales  for  the  National  Beef  Check-Off  program.   State 
inspectors  are  employees  and  remit  all  fees  collected  to  the 
department.   Deputy  stock  inspectors  are  appointed  to  perform 
inspection  duties  and  remit  to  the  department  only  the  Beef 
Check-Off  fees  collected.   State  law  allows  deputy  inspectors  to 
retain  inspection  fees. 

The  department  collects  approximately  $1.6  million  each  year  in 
Beef  Check-Off  moneys.   A  considerable  amount  of  Beef 
Check-Off  money  is  currency  and  is  mailed  to  the  department. 
Inspection  fees  amount  to  approximately  $650,000  each  fiscal 
year. 

State  accounting  policy  requires  negotiable  instruments  to  be 
restrictively  endorsed  at  the  time  of  initial  receipt.   Collections 
shall,  at  a  minimum,  be  stored  in  a  locked  box  and  appropriately 
secured  both  during  nonworking  and  working  hours.   State 
policy  also  requires  agencies  with  offices  outside  the  Capital 
Complex  to  deposit  moneys  in  a  local  bank.  State  law  states 
collections  shall  be  deposited  each  day  when  cash  exceeds  $100 
or  total  collections  exceed  $500.   At  a  minimum,  all  moneys 
collected  shall  be  deposited  at  least  weekly. 

Under  state  law  and  policy,  department  management  is  respons- 
ible for  devising  a  system  of  control  which  will  provide 
reasonable  assurance  that  assets  are  safeguarded  from 
unauthorized  use  or  disposition.   The  following  section  addresses 
control  improvements  the  department  could  make  to  enhance 
controls  and  reduce  the  risk  of  loss  or  theft  of  receipts. 

Safeguarding  of  Assets  -  Cash  controls  related  to  the  Beef 
Check-Off  moneys  were  a  concern  in  the  prior  audit  report. 
The  department  concurred  with  our  recommendation  stating 
it  would  ensure  all  moneys  are  locked  in  a  drawer  or  safe 
anytime  the  work  station  is  unattended.   However,  we 
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observed  on  several  occasions  during  the  audit  period  cash 
and  checks  left  unattended  at  work  stations  during 
employees  breaks.   Most  checks  received  for  Beef  Check- 
off moneys  are  not  restrictively  endorsed  before  being 
mailed  to  Helena.   Also  during  our  visit  to  district  livestock 
offices  we  found  instances  where  the  cash  and  checks  were 
not  adequately  safeguarded  or  restrictively  endorsed.   The 
following  are  examples  of  our  findings: 

--    At  the  Butte  brand  office  checks  received  were  kept  in 
a  locked  bank  bag  in  the  office  for  two  weeks  to  one 
month  before  being  mailed  to  the  Helena  office  for 
deposit.   The  checks  were  not  restrictively  endorsed. 

—  Checks  received  at  the  Bozeman  brand  office  were  not 
restrictively  endorsed  before  being  mailed  to  the  Helena 
office  once  a  month  for  deposit.   The  brand  inspector 
usually  writes  a  personnel  check  for  cash  received  and 
mails  it  to  Helena  for  deposit. 

—  Personnel  did  not  restrictively  endorse  checks  received 
at  the  Great  Falls  brand  office.   The  checks  were  stored 
in  an  unlocked  file  drawer  and  mailed  to  Helena  once  a 
week. 

—  The  Billings  office  deposits  its  inspection  fees  weekly  at 
a  local  bank.  However,  the  cash  and  checks  were  stored 
in  an  unlocked  box,  in  an  unlocked  file  cabinet  prior  to 
deposit. 

In  April  1993,  we  notified  the  department  of  our  concern 
with  cash  controls  at  district  livestock  offices.   The 
department  said  they  would  provide  each  office  with  a 
restrictive  endorsement  stamp.   They  would  also  once  again 
instruct  employees  to  deposit  collections  at  least  weekly. 
The  department  believes  there  are  not  sufficient  fees 
collected  in  areas  other  than  Billings  to  justify  setting  up 
separate  bank  accounts  throughout  the  state.   However,  the 
Department  of  Administration,  Treasury  Unit,  has  already 
established  state  accounts  in  most  cities. 

Untimelv  Deposits  -  Since  most  of  the  district  offices  mail 
their  collections  to  Helena,  deposits  are  often  not  timely. 
On  December  20,  1993,  we  observed  the  envelopes  for  Beef 
Check-Off  moneys  date  stamped  from  December  3  to 
December  14  unopened  in  a  file  cabinet  drawer.    During 
this  peak  time,  daily  deposits  range  from  $14,000  to 
$25,000.   We  also  noted  inspection  reports  dating  from 
August  30,  1993  to  December  16,  1993  along  with  checks 
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totalling  $1,397  dating  from  June  3,  1993  to  December  15, 
1993  were  not  deposited  as  of  December  20,  1993.    Five  out 
of  eight  inspectors  did  not  endorse  their  checks  before 
mailing  them  to  Helena  for  deposit. 

Department  personnel  stated  they  have  informed  all 
inspectors  of  state  deposit  laws.  They  also  said  if  deposits 
were  made  locally  the  department  would  have  difficulty 
reconciling  the  inspection  reports  to  the  deposits.   However, 
if  the  inspection  reports  are  sent  when  the  collections  are 
deposited  the  department  could  reconcile.   The  department 
should  develop  procedures  to  ensure  deposits  are  made  in 
accordance  with  state  law  and  policy. 

Segregation  of  Duties  -  The  department  has  no  segregation 
of  duties  related  to  the  accounting  and  depositing  of  the 
Beef  Check-Off  moneys.   State  policy  states  no  one  person 
should  perform  functions  which  place  the  employee  in  a 
position  to  perpetrate  and  conceal  errors  or  irregularities  in 
the  normal  course  of  their  duties.    Functional  responsi- 
bilities of  recordkeeping,  operations  and  custodianship 
should  be  separated.   Department  personnel  said  for  simpli- 
city they  assigned  one  person  to  account  for  and  deposit 
Beef  Check-Off  moneys.   If  the  money  is  deposited  locally 
and  the  department  recorded  the  Beef  Check-Off  moneys 
on  the  state's  accounting  records  as  recommended  on 
page  14  it  could  improve  the  segregation  of  duties. 

Without  adequate  controls,  the  risk  increases  for  funds  to  be  lost 
or  stolen  and  not  detected  in  a  timely  manner.    Interest  income  is 
also  lost  due  to  the  delay  in  making  deposits.   The  department 
should  establish  controls  over  the  collection  and  safeguarding  of 
cash,  and  depositing  collections  timely  as  required  by  state  policy 
and  law. 
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Recommendation  #3 

We  recommend  the  department  comply  with  state  law  and 
policy  by: 

A.  Restrictively  endorsing  all  checks  and  properly 
safeguarding  cash  and  checks. 

B.  Depositing  all  moneys  in  a  timely  manner. 

C.  Properly  segregating  duties  related  to  Beef  Check- 
off moneys. 


Brand  Inspection  Reports  In  the  prior  audit  report,  we  recommended  the  department 

improve  its  inspection  report  reconciliation  process.   The 
department  concurred  with  the  recommendation  and  has 
completed  a  reconciliation  of  cattle  inspection  reports  as  of 
October  1992.   The  department's  reconciliation  of  cattle 
inspection  reports  covers  1986  through  1992.   The  department 
printed  a  report  showing  the  cattle  brand  inspection  reports 
issued  to  and  returned  by  each  individual  inspector.   The 
department  has  also  obtained  explanations  for  missing  inspection 
reports  from  each  district  supervisor.   However,  department 
personnel  have  not  determined  if  the  explanations  are 
reasonable.   In  addition,  horse  inspections  are  not  maintained  on 
the  computer  and  no  information  exists  to  efficiently  ensure  all 
inspection  reports  issued  are  received. 

Department  management  said  they  had  prioritized  work  loads 
and  still  intend  to  verify  explanations  for  missing  inspection 
reports.   They  also  said  horse  brand  inspection  reports  are  to  be 
input  on  their  computer  system  beginning  January  1994.   Once 
these  horse  brand  inspection  reports  are  input  the  department 
can  complete  a  reconciliation  process.   Without  some  form  of 
reconciliation  the  department  cannot  ensure  all  the  revenues 
relating  to  brand  inspections  were  remitted  to  the  department. 
Full  automation  of  inspection  reports  should  facilitate  timely 
reconciliation  of  brand  inspection  reports. 
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Recommendation  #4 

We  recommend  the  department  continue  to  improve  its 
brand  inspection  report  reconciliation  process. 


Contracted  Services  Since  fiscal  year  1986-87  the  department's  service  contracts  have 

not  been  in  compliance  with  state  policy.   In  the  last  three  prior 
audits  we  recommended  the  department  address  the  terms  and 
conditions  required  by  state  policy  in  its  contracts  for  services. 
The  department  concurred  with  the  recommendations  and  stated 
all  subsequent  contracts  would  contain  the  required  terms  and 
conditions. 

The  department  has  included  terms  and  conditions  outlined  in 
state  policy  in  those  contracts  renewed  or  when  issuing  new 
contracts.   However,  over  600  contracts  with  deputy  livestock 
inspectors  are  never  renewed  and  do  not  contain  the  required 
proof  of  workers'  compensation  coverage.   Department  personnel 
stated  they  requested  the  required  proof  of  workers'  compensa- 
tion coverage  or  an  exemption  from  coverage  from  each 
contractor  in  December  1991.   They  stated  they  have  not  had 
time  to  ensure  all  the  proper  information  was  received  from  each 
contractor. 

The  state  policy  requiring  the  specified  terms  and  conditions  is 
to  ensure  all  parties  know  their  rights  and  obligations  under  the 
contract.   Without  proper  terms  and  conditions  in  its  service 
contracts  the  department  is  at  risk  if  there  is  any  dispute  or 
litigation  involving  these  contracts.   For  example,  if  an  inspector 
was  injured  a  dispute  could  arise  related  to  payment  of  medical 
expenses  arising  from  the  accident.   In  order  to  reduce  this  risk, 
the  department  should  develop  procedures  to  ensure  all  service 
contracts  contain  the  terms  and  conditions  required  by  state 
policy. 
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Recommendation  #5 

We  recommend  the  department  ensure  all  service  contracts 
include  the  terms  and  conditions  required  by  state  policy. 


Unrecorded  Acrtivity 


The  department's  financial  information  is  used  by  department 
personnel  and  others  to  manage  and  establish  funding  levels  for 
the  department.   Section  17-1-102(5),  MCA,  states,  "All  state 
agencies  .  .  .  shall  input  all  necessary  transactions  to  the 
accounting  system  .  .  .  before  the  accounts  are  closed  at  the  end 
of  the  fiscal  year  in  order  to  present  the  receipt,  use,  and 
disposition  of  all  money  and  property  for  which  the  agency  is 
accountable  in  accordance  with  generally  accepted  accounting 
principles.  .  ." 


In  addition,  the  Department  of  Administration,  Accounting  and 
Management  Support  Division,  establishes  state  accounting 
policy  as  outlined  in  the  Montana  Operations  Manual  (MOM). 
Accounting  for  financial  information  in  accordance  with  these 
requirements  improves  the  quality,  consistency,  and  compar- 
ability of  the  resulting  financial  information  within  and  between 
state  agencies.   The  following  sections  discuss  instances  where 
the  department  could  improve  compliance  with  state  accounting 
policy  and  law. 


Helicopter  Parts 


The  department  recovered  helicopter  parts  through  a  district 
court  action.   The  department  received  authorization  from  the 
Department  of  Administration,  Procurement  and  Printing 
Division,  to  sell,  trade,  or  otherwise  dispose  of  these  parts.   The 
department  sold  some  parts  to  a  local  vendor  but  instead  of 
receiving  cash  they  were  given  a  credit  in  the  amount  of 
$19,400.   The  credit  and  subsequent  purchases  of  $18,590  were 
not  recorded  on  the  state's  accounting  records.   Also,  parts 
retained  by  the  department  and  valued  at  $4,000  were  not 
recorded  as  inventory  on  the  state's  accounting  records. 
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Department  personnel  said  they  did  not  know  the  value  of  the 
property  when  it  was  initially  obtained  and,  therefore,  did  not 
record  an  entry  on  the  state's  accounting  records  at  that  time. 
The  department  could  have  estimated  the  value  and  adjusted  its 
records,  if  necessary,  when  the  value  was  determined. 

As  a  result  of  these  errors,  the  department's  expenditures  are 
understated  by  $18,590,  accounts  receivable  are  understated  by 
$810,  inventory  is  understated  by  $4,000,  and  fund  balance  is 
understated  by  $4,810  at  fiscal  year  end  1992-93.   When  unusual 
activity  arises  the  department  should  contact  the  Department  of 
Administration,  Accounting  and  Management  Support  Division, 
for  guidance  in  recording  transactions  to  ensure  all  activity  is 
recorded  on  the  state's  accounting  records  as  required  by  state 
law  and  policy. 


Recommendation  #6 

We  recommend  the  department  consult  with  the  Depart- 
ment of  Administration.  Accounting  and  Management 
Support  Division,  when  recording  unusual  transactions  on 
the  state's  accounting  system. 


Beef  Checic-Off  Moneys  As  described  in  the  report  section  on  page  7,  the  department 

collects  the  National  Beef  Check-Off  moneys.    Livestock 
inspectors  remit  the  money  to  the  department  and  the  depart- 
ment in  turn  remits  the  money  to  the  Montana  Beef  Council. 
The  department  has  a  service  contract  with  the  Montana  Beef 
Council  to  collect  the  moneys  and  receives  5  percent  of  total 
Beef  Check-Off  collections  as  an  administration  fee.   In  fiscal 
year  1992-93  the  department  collected  over  $1.6  million  in  Beef 
Check-Off  money  and  received  over  $85,000  in  administration 
fees.   The  department  recorded  the  administration  revenue  on 
the  state's  accounting  records  but  did  not  record  the  Beef  Check- 
Off  collections. 
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Since  the  department  has  entered  into  a  service  contract  to 
collect  this  money  on  behalf  of  the  state,  the  department  should 
develop  controls  to  ensure  timely  deposits  and  safeguarding  of 
Beef  Check-Off  moneys  as  recommended  on  page  10.    Also,  due 
to  the  service  contract  between  the  council  and  the  department, 
state  law  requires  the  department  to  use  an  Agency  Fund.  .  ."  to 
account  for  assets  held  by  a  governmental  unit  in  a  trustee 
capacity  or  as  an  agent  for  individuals,  private  organizations, 
other  governmental  units.  .  ." 


In  fiscal  year  1991-92  the  department  accounted  for  the  Beef 
Council's  money  in  an  Agency  Fund.   However,  in  fiscal  year 
1992-93  they  did  not  record  Beef  Check-Off  collections  on  the 
state's  accounting  records  since  they  did  not  believe  the  money 
was  truly  state  money.   Instead,  the  department  deposited 
approximately  $1.6  million  directly  into  the  Montana  Beef 
Council's  bank  account.   Department  personnel  explained  it's 
easier  to  deposit  the  moneys  directly  into  the  council's  account 
than  to  record  the  money  on  the  state's  accounting  system  and 
then  send  a  monthly  check  to  the  council.   We  believe  the 
department  could  deposit  Beef  Check-Off  moneys  locally  to 
ensure  timely  deposits  and  to  enhance  controls  over  the 
safeguarding  of  these  funds.    Also,  since  the  department  is  acting 
as  a  trustee  it  should  account  for  the  Beef  Check-Off  moneys  in 
the  Agency  Fund  as  required  by  state  law. 


Recommendation  #7 

We  recommend  the  department  improve  controls  over  Beef 
Check-Off  money  and  account  for  these  moneys  in  an 
agency  fund. 
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State  Compliance 


During  our  audit  we  tested  compliance  with  certain  state  laws 
and  regulations  related  to  the  department.   We  noted  several 
instances  where  the  department  could  improve  compliance  with 
provisions  of  state  law  and  regulation. 


Outdated  State  Laws 
Related  to  Pork  Research 
and  Marketing 


Title  81,  chapter  8,  part  6,  MCA,  requires  the  department  to 
administer  the  Montana  Pork  Research  Act.   Some  of  the 
requirements  of  this  chapter  include: 

establishment  of  a  committee,  powers  of  the  committee  and 
compensation  to  the  committee, 

--     an  assessment  of  .3  percent  on  the  sale  price  of  all  swine 
sold  by  producers,  and 

--     a  research  and  marketing  account,  including  sources  and 
uses  moneys. 

Section  2-15-3103,  MCA,  provides  for  a  committee  that  shall  be 
appointed  by  the  governor.   There  is  no  Montana  pork  research 
and  marketing  committee  and  the  department  has  not  collected 
the  assessment  since  1986. 

Department  personnel  said  the  National  Pork  Board  began 
collecting  the  assessment  on  the  sale  of  swine  in  November 
1986;  therefore,  the  department  was  not  responsible  for 
collections  after  that  date.   The  department  should  seek  repeal  of 
the  above  mentioned  laws  since  they  are  no  longer  applicable  to 
the  department. 


Recommendation  #8 

We  recommend  the  department  seek  legislation  to  repeal 
the  state  laws  related  to  the  Montana  Pork  Research  and 
Marketing  Act. 
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Administrative  Rules  for 
Inspector's  Exam 


The  Board  of  Livestock  had  not  drafted  and  adopted  admini- 
strative rules  related  to  the  law  enforcement  exam  taken  by 
livestock  inspectors  and  detectives.   An  amendment  to  section 
81-1-201,  MCA,  passed  by  the  legislature  in  1974,  requires  the 
board  to  adopt  administrative  rules  for  the  exam  and  to  define  a 
passing  grade. 


Department  personnel  said  the  detectives  and  inspectors  take  the 
basic  training  course  offered  by  the  Law  Enforcement  Academy 
in  Bozeman.  They  are  graded  under  the  same  guidelines  used 
for  all  other  basic  training  students.   They  also  stated  since  the 
inspectors  were  taking  the  law  enforcement  exam  there  was  no 
need  for  administrative  rules.   The  department  should  adopt 
administrative  rules  or  seek  legislation  to  amend  the  law. 


Recommendation  #9 


We  recommend  the  department: 


B. 


Comply  with  state  law  related  to  adopting  rules  for 
the  law  enforcement  exam,  or 

Seek  legislation  to  amend  the  law. 


Dnplicate  Payments 


We  found  warrants  totalling  $1,764  cancelled  because  of  dupli- 
cate payments.   In  ten  instances  the  vendor  detected  the  dupli- 
cate payment  and  returned  warrants  totalling  $709.   We  also 
found  one  case  where  the  vendor  sent  a  personal  check  for  $241 
to  reimburse  the  department  for  a  duplicate  payment.    Eleven 
out  of  the  sixteen  duplicate  payments  were  the  result  of  the 
department  paying  the  same  invoice  twice. 


Management  Memo  2-84-3  requires  state  agencies  to  review  and 
approve  invoices  prior  to  payment.   In  addition,  state  policy 
requires  payments  to  be  supported  by  the  original  invoice.   If  the 
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original  invoice  is  lost,  the  vendor  should  submit  another 
invoice,  certified  to  be  an  original. 

Department  personnel  explained  they  have  two  employees  paying 
and  filing  invoices.  They  also  said  when  two  invoices  are 
received  for  the  same  purchase  each  employee  may  pay  the 
invoice  not  knowing  the  other  employee  has  already  paid  it. 
However,  we  noted  the  department  does  not  always  pay  based  on 
an  original  invoice,  copies  of  the  invoice  or  carbon  copies  were 
also  used  as  the  basis  for  making  payments.   The  department 
should  develop  procedures  to  ensure  only  the  original  invoice  is 
approved  and  paid. 


Recommendation  #10 

We  recommend  the  department  establish  controis  to  prevent 
duplicate  payments. 
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Disclosure  Issue 


In  our  prior  audit  we  analyzed  the  department's  financial 
schedules  for  the  last  six  years  and  found  a  steady  increase  in  the 
department's  Special  Revenue  Fund  balance.   Therefore,  we 
recommended  the  department  evaluate  methods  of  reducing  the 
fund  balance  in  the  Special  Revenue  Fund.   During  the  current 
audit  period  the  Special  Revenue  Fund  balance  has  decreased  by 
approximately  $400,000,  leaving  a  balance  of  $4,993,477  at  fiscal 
year-end  1992-93.  The  following  table  shows  trends  in  reve- 
nues, expenditures,  and  fund  balance  for  the  last  six  years. 


Figure  1 


Department  Fund  Balance.  Revenues,  and  Expenditures 
For  Fiscal  Years  1988  -  1993 


FY88    FY89    FY90    FY91 


FY92 


FY93 


I  Fund  Balance  W,  Revenue  ill  Expenditures 


Source:  Statewide  Budgeting  and  Accouiting  System  prepared 
by  the  Office  of  the  Legislative  Auditor. 


Based  on  the  above  analysis  of  the  Special  Revenue  Fund,  reve- 
nues have  often  exceeded  expenditures  causing  an  increase  in  the 
fund  balance.   Department  management  explained,  because  of 
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cyclical  fluctuations  in  the  livestock  industry,  a  fund  balance  is 
necessary  to  respond  to  livestock  emergencies  in  years  when 
revenues  may  not  be  as  plentiful. 

In  response  to  our  prior  audit,  the  department  has  developed  a 
long-range  plan  to  use  available  funds.  The  department  has 
reduced  the  per  capita  tax  levied  on  cattle  from  $1.20  to  $1.08 
per  head.  This  reduction  took  effect  in  fiscal  year  1993-94. 
However,  based  on  livestock  industry  trends,  the  number  of 
cattle  may  increase  causing  total  revenue  to  increase.  The 
department  also  received  approval  to  remodel  the  diagnostics  lab 
in  Bozeman  at  a  cost  of  $1,198,000.   Department  personnel 
anticipate  they  will  have  approximately  $2.4  million  in  ending 
fund  balance  at  June  30,  1995. 

We  have  discussed  this  issue  with  department  personnel  and  they 
will  continue  to  monitor  the  Special  Revenue  Fund  balance. 
Since  the  department  is  addressing  this  issue,  we  present  this 
information  for  disclosure  purposes  only  and  do  not  make  a 
recommendation  at  this  time. 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  financial  schedules  are  prepared  from  the  Statewide  Budget- 

dent  Auditor's  Report  ing  and  Accounting  System  without  adjustments  for  errors  noted 

during  the  audit.   The  unqualified  opinion  on  the  financial 
schedules  indicates  the  schedules  are  fairly  stated  in  all  material 
respects  and  the  reader  can  rely  on  the  reasonableness  of  the 
information  presented  on  these  schedules. 
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LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


^tfitt  ixf  iht  ^t^islniiixt  ^nitiixtx 


STATE  CAPITOL 

PO  BOX  201 705 

HELENA,  MONTANA  59620-1705 

406/444-3122 

FAX  406/444-3036 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department 
of  Livestock  for  each  of  the  two  years  ending  June  30,  1992  and  1993,  as  shown  on 
pages  A-5  through  A- 10.   The  information  contained  in  these  schedules  are  the 
responsibility  of  department's  management.   Our  responsibility  is  to  express  an 
opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  schedules  are  free  of  material 
misstatement.   An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  man- 
agement, as  well  as  evaluating  the  overall  financial  schedule  presentation.   We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  Note  1,  the  financial  schedules  are  presented  on  a  compre- 
hensive basis  of  accounting  other  than  generally  accepted  accounting  principles. 
The  schedules  are  not  intended  to  be  a  complete  presentation  and  disclosure  of  the 
department's  assets  and  liabilities. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in 
all  material  respects,  the  results  of  operations  and  changes  in  fund  balances  of  the 
Department  of  Livestock  for  the  two  years  ending  June  30,  1992  and  1993,  in  con- 
formity with  the  basis  of  accounting  described  in  Note  1. 

Respectfully  submitted. 


^J&n 


( 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


January  6,  1994 
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DEPARTMENT  OF  LIVESTOCK 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


Special 

General 

Revenue 

Fund 

Funds 

FUND  BALANCE:  July  1,  1991 


$  5.389,717 


ADDITIONS 
Fiscal  Year  1991-92 
Budgeted  Revenue  &  Transfers  In 
Support  From  State  of  Montana 
Cash  Transfers  In 
Prior  Year  Expenditure  Adjustment 

Fiscal  Year  1992-93 

Budgeted  Revenue  &  Transfers  In 

Support  From  State  of  Montana 

Cash  Transfers  In 

Total  Additions 


6,585 

4, 

,981,200 

759,125 

17,585 
1,950 

6,340 

4, 

,924,111 

545,550 

9 

17.871 

1.317,600 

,942.717 

REDUCTIONS 
Fiscal  Year  1991-92 

Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 

Fiscal  Year  1992-93 

Budgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditure  Adjustments 

Prior  Year  Revenue  Adjustments 

Prior  Year  Expenditures 

Total  Reductions 

FUND  BALANCE:  June  30,  1993 


763, 
2, 

,345 
,366 

4, 
1, 

,320,937 
,376,013 

549, 
1 

,932 
,957 

4, 
10, 

,632,204 

1,793 

7,601 

409 

1,317 

,600 

,338.957 

0 

$_A. 

.993,477 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules 
beginning  on  page  A- 9. 
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DEPARTMENT  OF  LIVESTOCK 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1993 


Licenses  and 
Permits 


Taxes 


Charges  For 
Services 


Investment 
Earnings 


Sale  of 
Docunents, 
Merchandise 


Grants, 
Contracts, 
Donations, 


Other 

F  i  nanc  i  ng 

Sources 


Federal 


Total 


Fiscal  Year  1992-93 
GENERAL  FUND 


Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

$  7,200 
6,340 

$   (860) 

$2,260,000 
2,466.542 

$  206,542 

$1,005,000 
1,184,682 

$  179,682 

$290,000 
220,324 

$(69,676) 

$30,000 
32,868 

$  2,868 

$110,000 
108,642 

$  (1,358) 

$25,500 
19,045 

$(6,455) 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

$470,500 
534.105 

$  63,605 

$324,000 
357,903 

$  33,903 

Fiscal  Year  1991-92 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$   7,200 
6,585 

$    (615) 


$  677,500 
514.667 


$2,200,000 
2.612,600 


$(162,833)   $  412,600 


$  997,500 
1.043,584 

$   46,084 


$320,000 
296,702 

$(23,298) 


$20,000 
36,025 

$16,025 


$110,000 
109,280 

$   (720) 


7,200 
6.340 

(860) 


4,924,111 


$  409,111 


7,200 
6,585 

(615) 


$17,000     $300,000   $4,642,000 
25,956     342,386    4.981,200 

$  8,956     $  42,386   $  339,200 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules 
beginning  on  page  A-9. 
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DEPARTMENT  OF  LIVESTOCK 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1993 


Predatory 


PERSONAL  SERVICES 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Ut  i I i  t  i  es 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

BENEFITS  &  CLAIMS 
From  State  Sources 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


154,280 


421 


421 


$515,010 


$  12,752 

12,591 

$    161 


$502,419 

502,419 

$      0 


237,975 


4,728 
4,728 


$838.495 


$116,123 

114,987 

$  1,136 


$723,508 

723,508 

$     0 


98,895 

33,336 
33.336 

11,200 


30,035 


11,200 


$567,678 

539,854 

$  27.824 


332.910 


93,438 
93,438 


192,449 


4,537 
1,900 
6,437 


$  33,661 
33,661 

$      0 


$2,316,851 

2,306.381 

$   10,470 


$249,805 

246.987 

$  2.818 


13.142 


499 


499 


$539.854     $189,038     $2,306,381     $246,987     $13,641 


$157,064 

155.377 

$  1,687 


$15,000 

13,641 

$  1,359 


Central ized 

Diagnostic 

Disease 

Inspection 

Animal 

Rab 

les 

Meat 

Services 

Laboratory 

Control 

Milk  &  Egg 

&  Control 

Control  Pgm 

Control 

Inspection 

Total 

$287,404 

$475,696 

$323,696 

$125,936 

$1,488,563 

$  35,996 

$325,163 

$3,062,454 

7,875 

7,875 

65,030 

120,096 

72,727 

33.067 

391,470 

12,105 

83,114 

777,609 

360,309 

595,792 

396,423 

159,003 

1,880,033 

48,101 

408,277 

3.847,938 

23,308 

70,578 

16,778 

1,217 

71,769 

122,750 

$11 

,348 

18,218 

335,966 

11,223 

79,443 

28,494 

8,935 

85,967 

11,242 

815 

16,118 

242,237 

33,710 

15,480 

21,473 

3,513 

55,323 

949 

310 

6,680 

137,438 

17,930 

7,900 

18,315 

11,195 

65,061 

2,553 

106 

31,077 

154,137 

57,574 

1,197 
24,331 

3,394 

220 

9,308 
289 

2,411 

389 

43,316 

117,809 
24,620 

8,346 

19,173 

8,266 

4,585 

33,602 

51,684 

174 

6,101 

131,931 

2.189 

19,873 

2,175 

370 

11,591 

860 

547 

37,605 

122,057 
2,396 

$5^ 

$ 
$~ 

$4 

4 

$~ 

,181,743 

139,355 
1,900 

2,396 
$532,730 

141,255 

11,200 
11,200 

,182,136 

$285,422 

266,977 

$  18,445 

571,361 

549,932 

21,429 

$286,861 

265,753 

$  21,108 

,695,783 

,632,204 

63,579 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
schedules  beginning  on  page  A -9. 


Additional  information  is  provided  in  the  notes  to  the  financial 
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DEPARTMENT  OF  LIVESTOCK 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1992 


PERSONAL  SERVICES 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &   Materials 
Contnuni cat  ions 
Travel 
Rent 

Ut  i I i  t  i  es 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

BENEFITS  &  CLAIMS 
From  State  Sources 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


Central ized 
Services 


$286,864 

7,075 

61,352 

355.291 


38,476 
15,291 
22,068 
20,023 
56.546 

8,585 

2,466 

163.455 


1,765 

257 

2,022 


Diagnostic 
Laboratory 


$463,651 

113.768 
577.419 


60,997 

73,920 

16,770 

6,775 

1,372 

25,521 

24,108 

2,560 


212.023 


6,584 
6.584 


Disease 
Control 


$  308,330 

67,075 
375,405 


24,121 
29,196 
11,265 
19,926 
1,218 

8,307 

2.017 

96,050 


14,598 

257 

14.855 


4.500 
4,500 


Milk  &  Egg 

$122,009 

31,984 
153,993 


3,136 
10,058 

4,399 

12,523 

711 

3,178 
1,051 


35,056 


13,778 
13,778 


$520,768 

$796,026 

$. 

490, 

,810 

$202,827 

$  64,315 

$278,444 

$170,779 

62,344 

277,191 

170,650 

$  1,971 

$  1,253 

$    129 

$458,424 

$518,835 

$ 

541, 

,589 

$  32,177 

458,424 

518,835 

490, 

,810 

32,177 

$     0 

$     0 

$ 

50, 

,779 

$     0 

Predatory 
Inspection     Animal     Rabies 
&  Control     Control  Pgm  Control 


$1,415,366 

363,965 
1.779.331 


63.194 

85,490 

83,757 

58,749 

6,866 

307 

30,138 

9,215 

337,716 


86,478 

607 

87,085 


$2,263,640 

2.204,132 

$   59,508 


$  51,798 

15,696 
67,494 


96,089 

$13,371 

13,966 

679 

1,013 

3,242 

4,362 

203 

62,551 

26 

50 


281,273 


350 


350 


$396,685 

349.117 

$  47,568 


14,279 


$2.204,132    $349,117    $14,279 


Meat 

Inspection 

Total 

$316,446 

$2,964,464 

7,075 

76,030 

729,870 

392,476 

3,701,409 

15,033 

314,417 

12,629 

241,229 

8,107 

147,379 

32,802 

154,040 

33,259 

104,537 

25,828 

7,783 

244,676 

480 

17,839 

110, 

093 

i, 

,249, 

945 

3, 

754 

127,307 

1, 
128, 

121 

3, 

754 

.428 

4, 

,500 

^ 

,500 

$506, 

,323 
,538 

51 
$ 

,084, 

,282 

$301, 

815, 

,076 

253, 

,160 

763, 

,345 

$  48, 

,378 
,521 

$_ 
$4 

51, 

,731 

$304 

,530 

,871 

253 

,163 

4 

,320 

,937 

$  51 

,358 

$ 

209 

,934 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules 
beginning  on  page  A-9. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1993 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  Department  of  Livestock  uses  the  modified  accrual  basis  of 
accounting,  as  defined  by  state  accounting  policy,  for  its 
Governmental  Funds.   In  applying  the  modified  accrual  basis, 
the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

Expenditures  may  include  entire  budgeted  service  contracts  even 
though  the  department  received  the  services  in  a  subsequent 
fiscal  year;  goods  ordered  with  a  purchase  order  before  fiscal 
year-end,  but  not  received  as  of  fiscal  year-end;  and  equipment 
ordered  with  a  purchase  order  before  fiscal  year-end. 

State  accounting  policy  also  requires  the  department  to  record 
the  cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 


Basis  of  Presentation 


Governmental  Funds 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.  The  financial  schedules  were 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustments.   Accounts  are  organized  in  funds  according 
to  state  law.   The  department  uses  the  following  funds: 

General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  to  account  for  the  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specified 
purposes.   Department  Special  Revenue  Funds  include  Animal 
Health,  Inspection  and  Control,  and  Meat  and  Poultry  Inspection 
accounts. 
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Notes  to  the  Financial  Schedules 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  are  not  reflected  in  the  accompanying  financial  schedules. 
The  department  absorbs  expenditures  for  termination  pay  in  its 
annual  operational  costs.   At  June  30,  1992  and  at  June  30,  1993, 
the  department  had  a  liability  of  $563,350  and  $615,446, 
respectively. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department's  contribution  to 
PERS  was  $190,480  in  fiscal  year  1992  and  $200,776  in 
fiscal  year  1993. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  approp- 
riation limits.   Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


Beef  Check-Off 


Under  contract  with  the  National  Beef  Council,  the  department 
collects  one  dollar  per  head  on  cattle  sold  at  market.   In  turn,  the 
department  receives  a  5  percent  administration  fee  based  on  the 
total  Beef  Check-Off  collections.   In  fiscal  year  1991-92,  the 
department  accounted  for  the  money  collected  in  its  Agency 
Fund  and  total  collections  were  $1,575,536.   In  fiscal  year  1992- 
93  the  department  collected  and  deposited  the  moneys  directly 
into  the  council's  bank  account  instead  of  recording  it  in  the 
Agency  Fund  on  the  state's  accounting  records.   Total  money 
deposited  in  the  council's  account  was  $1,665,060. 
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Agency  Response 
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DEPARTMENT  OF  LIVESTOCK 


MARC  BACICOT,  GOVERNOR 


PO  BOX  202001 


STATE  OF  MONTANA' 


BRANDS  ENFORCEMENT  DIV  406  444  204S 

ANIMAL  HEALTH  DIV   406  444  204  3 

BOARD  OF  LIVESTOCK     CENTRALIZED  SERVICES  406  444-2023 

MEAT,  MILK  &  EGG  INSPECTION  DIV   406  444  S202 


HELENA,  MONTANA  59620-2001 


April     5,      1994 


Mr.  Scott  A.  Seacat 
Legislative  Auditor 
P.O.  Box  2  017  05 
Helena,  MT  59620-1705 

Dear  Scott, 

In  response  to  the  recommendations  contained  in  the  audit  for  the 
biennium  ending  June  30,  1993,  the  Department  of  Livestock  submits 

the  following: 

Recommendation  #1 

We  recommend  the  department: 

A.  Implement  a  staggered  brand  registration  system  as 
required  by  state  law,  or 

B.  Seek  legislation  to  amend  the  law. 

The  department  is  currently  studying  the  feasibility  of  a  staggered 
brand  re-record  process  and  how  such  a  system  would  be  structured 
and  administered.  All  existing  data  processing  programs  and 
related  applications  would  be  required  to  be  rewritten  with  a 
significant  cost  to  the  department.  Even  with  the  expense 
involved,  the  department  has  not  ruled  out  a  staggered  system. 

If  the  decision  is  made  that  a  staggered  brand  recording  system  is 
not  feasible  there  will  be  a  number  of  reasons  that  have  led  the 
department  to  that  conclusion.  In  that  event,  two  areas  of 
legislation  will  need  to  be  pursued;  1.)  repeal  that  portion  of 
the  statute  that  requires  the  department  to  develop  a  staggered 
brand  recording  system  and  2.)  propose  that,  during  the  re-record 
period  the  department  is  allowed  flexibility  regarding  the 
depositing  of  funds  received  from  the  re-record  process  similar  to 
Fish,  Wildlife  &  Parks  for  its  license  application  fees. 
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Call  Montana  Livestock  Crimestoppers  800-647-7464 


Recommendation  #2 

We  recommend  the  department  ensure  board  member  travel 
reimbursement  complies  with  state  law.  The  department  concurs  with 
this  recommendation  and  will  advise  board  members  regarding  the 
timeliness  of  travel  voucher  submission  and  the  importance  of  the 
accuracy  of  said  vouchers. 


Recommendation  #3 

We  recommend  the  department  comply  with  State  law  and  policy  by: 

A.  Restrictively  endorsing  all  checks  and  properly  safeguard 
cash  and  checks. 

B.  Deposit  all  moneys  in  a  timely  manner. 

C.  Properly  segregate  duties  related  to  beef  check-off 
moneys . 

The  department  concurs  with  this  recommendation  and  will  remind  all 
personnel  under  its  control  to  restrictively  endorse  all  checks  and 
to  remit  them  to  the  Helena  office  in  a  timely  manner  for  deposit. 
In  addition,  the  department  will  purchase  lock  boxes  for  all  its 
markets  as  appropriation  authority  becomes  available  to  do  so  to 
assure  adequate  safeguarding  of  all  negotiable  instruments. 

The  department  has  already  instigated  a  control  procedure  to  track 
and  account  for  inspection  documents.  We  are  still  in  the  process 
of  updating  the  audits  on  all  inspectors  that  possess  inspection 
books.  Once  a  complete  cycle  of  audits  has  occurred  it  will  allow 
for  more  timely  review  by  the  systems  technicians. 

During  the  seasonal  explosion  of  cattle  movement,  the  department 
lacks  the  resources  necessary  to  maintain  timeliness  in  the  deposit 
of  all  funds.  The  beef  check-off  is  a  primary  example  even  with 
the  assignment  of  additional  resources  to  accomplish  these  tasks. 

The  department  is  doing  the  best  it  can  given  the  emphasis  on 
cutting  government.  The  Centralized  Services  Division  is  in  the 
process  of  redistributing  duties  to  allow  for  a  segregation  of 
tasks  regarding  the  timely  deposit  of  beef  check-off  fees. 

A  higher  level  of  security  regarding  moneys  collected  is  a  priority 
issue  for  the  department. 
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Recommendation  #4 

We  recommend  the  department  continue  to  improve  its  brand 
inspection  report  reconciliation  process. 

The  department  concurs  with  this  recommendation  and  is  improving 
its  brand  inspection  report  reconciliation  process  using  current 
available  scarce  resources.  Effective  January  1,  1994,  all  horse 
inspection  documents  are  being  entered  in  the  brand  inspection 
report  reconciliation  system. 

Recommendation  #5 

We  recommend  the  department  ensure  all  service  contracts  include 
the  terms  and  conditions  required  by  state  policy. 

The  department  concurs  with  this  recommendation  and  is  still  in  the 
process  of  ensuring  that  all  service  contracts  include  the  terms 
and  conditions  required  by  state  policy.  When  all  contracts  are 
renewed  for  F.Y.  95  they  will  contain  all  appropriate  provisions 
required  by  state  policy.  Regarding  the  over  600  contracts  with 
deputy  livestock  inspectors,  the  department  is  researching  the  need 
as  to  whether  it  is  necessary  to  have  these  additional  contracts. 
The  deputy  livestock  inspectors  are  performing  a  service  for  the 
livestock  producers  in  the  state  and  are  paid  by  those  same 
producers,  not  the  department.  In  addition,  these  inspectors  are 
provided  for  in  statute  so  therefore,  is  a  separate  agreement  with 
each  individual  necessary?  The  department  has  contacted  the 
Department  of  Labor  &  Industry  for  a  determination  based  on  the 
interaction  between  the  inspectors  and  the  department  to  ensure 
that  all  parties  are  aware  of  their  rights  and/or  obligations  if 
any  exist  beyond  the  scope  of  M.C.A.,  Title  81.  We  are  waiting  for 
response  from  them. 

Recommendation  #6 

We  recommend  the  department  consult  with  the  Department  of 
Administration,  Accounting  &  Management  Support  Division,  when 
recording  unusual  transactions  on  the  state's  accounting  system. 

The  department  concurs  with  this  recommendation  and  did  consult 
with  Department  of  Administration,  Accounting  Division,  and  their 
staff  was  also  unsure  as  to  the  proper  method  of  accounting  for  the 
assets  in  question. 
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Had  the  items,  addressed  in  the  audit  report,  been  expensed  and 
recorded  on  SBAS,  it  may  be  construed  that  they  were  actually 
expensed  twice,  as  any  current  or  prior  year  parts  purchased  were 
recorded  at  the  time  they  were  originally  acquired.  The  department 
through  a  court  order  just  recovered  assets  that  were  ours  to  begin 
with  and  exchanged  them  for  different  items.  The  parts  that  are 
retained  by  the  department  and  valued  at  $4,000  have  been  recorded 
as  inventory  on  the  state's  accounting  records. 

This  situation  was  hopefully  a  one-time  incident,  but  if  it  were  to 
occur  in  the  future,  the  department  will  obtain  definite  direction 
regarding  unusual  transactions. 

Recommendation  #7 

We  recommend  the  department  improve  controls  over  beef  check-off 
money  and  account  for  these  moneys  in  an  agency  fund. 

The  department  concurs  with  this  recommendation  and  will  deposit 
the  beef  check-off  fees  in  an  agency  fund  effective  July  1,  1994. 
(F.Y.  95) . 


Recommendation  #8 

We  recommend  the  department  seek  legislation  to  repeal  the  state 
laws  related  to  the  Montana  Pork  Research  &  Marketing  Act. 

The  department  concurs  with  this  recommendation  and  has  already 
contacted  the  Montana  Pork  Producers  Council  regarding  legislation 
to  be  proposed  during  the  next  regular  legislative  session 
(January,  1995) . 

Recommendation  #9 

We  recommend  the  department: 

A.  Comply  with  state  law  related  to  adopting  rules  for  the 
law  enforcement  exam,  or 

B.  Seek  legislation  to  amend  the  law. 

The  department  concurs  with  this  recommendation  and  will  adopt 
rule(s)  regarding  the  law  enforcement  exam.  This  will  be  done  as 
soon  as  department  staff  can  accomplish  this  task.  The  department 
has  had  a  policy  in  effect  since  1974,  but  due  to  an  oversight  at 
that  time,  an  administrative  rule  is  yet  to  be  adopted. 
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Recommendation  #10 

We  recommend  the  department  establish  controls  to  prevent  duplicate 
payments . 

The  department  concurs  with  this  recommendation,  control  procedures 
regarding  duplicate  payments  will  be  reaffirmed  immediately. 

Thank  you  for  the  opportunity  to  include  our  comments  in  your 
report,  I  would  like  to  compliment  the  Legislative  Auditor's  staff 
for  the  professional  manner  in  which  they  conducted  their  audit  of 
the  Department  of  Livestock. 


Sincerely, 


E.E.  "Cork"  Mortensen,  Executive  Secretary 
To  the  Board  of  Livestock 
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